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Executive Summary

As part of the Enterprise Risk Assessment, Committee Executives will present the Enterprise
Risk Profiles to their respective Board Committees, as identified on the Enterprise Risk
Dashboard. The objective of this item is to obtain input and perspectives of the committees that
oversee the first line of defense on those risks. The FY 2017-18 Risk Management Dashboard
(Dashboard) will be presented to the Risk and Audit Committee (RAC) in November 2017.

Strategic Plan

This agenda item supports CalPERS Strategic Plan Goal: Cultivate a Risk-Intelligent
Organization. Enterprise Risk Management provides assurance to the Board through the
implementation of an effective enterprise-wide risk management program and the promotion of
a risk aware culture.

Background

Enterprise Risk Management is a vital function in facilitating risk identification and monitoring
activities that inform and support decision-making and resource allocation priorities at the
strategic and operational levels across the enterprise.

The Annual Enterprise Risk Assessment process commenced in August when cross-functional
teams and senior leaders across the organization collaboratively reviewed and updated the
Enterprise Risk Profiles (Attachment 1). A major difference from last year’s risk assessment
exercise was the introduction of materiality, the level of impact at which a risk occurrence will
threaten the achievement of a strategic or business objective. Completed risk profiles were
reviewed by both senior leaders and executives in September and October, respectively,
immediately followed by the Enterprise Risk Scoring exercise.

Each risk was scored in the areas of probability, impact, and velocity; while accounting for
materiality. The scoring results and an updated Dashboard and heatmap will be presented to
RAC in November 2017 (Attachments 2 and 3).

Analysis
The following are key changes in the risk profiles and scoring results when compared year over
year for all risks overseen by the Pension and Health Benefits Committee.

Benefit Administration:
e Risk drivers, mitigations and controls were revised to be clearer and more concise.
e Scoring results remain the same year over yeatr.



Health Care Administration:
¢ Risk drivers, mitigations and controls were revised to be clearer and more concise.
e Impact increased from 2016-17 to 2017-18 due to materiality and the rise of inherent risk
concerning political uncertainty within the health insurance markets. While the Health
Policy and Benefits Branch believes CalPERS is well positioned to navigate potential
changes the undercurrent of uncertainty is responsible for increased concern.

Next Steps Will Include:
e Incorporation of Committee feedback.
e Present 2017-18 Dashboard and Risk Profiles to the RAC in November 2017

Attachments

Attachment 1 - Enterprise Risk Profiles

Attachment 2 - Enterprise Risk Management Dashboard
Attachment 3 - Risk Heatmap

Forrest Grimes
Chief Risk Officer

Donna Ramel Lum
Deputy Executive Officer
Customer Services and Support

Liana Bailey-Crimmins
Chief Health Director
Health Policy and Benefits Branch
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